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This part describes types of contracts that may be used ir
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the circumstances of the acquisition.

Subpart 16.1—Selecting Contract Types
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16.102 FEDERAL ACQUISITION REGULATION

16.101 General. mated cost and fee) that will result in reasonable contractor
(a) A wide selection of contract types is available to the risk and provide the contractor with the greatest incentive
Government and contractors in order to provide neededfor efficient and economical performance.

flexibility in acquiring the lage variety and volume of sup (b) A firm-fixed-price contract, which best utilizes the basic
plies and services required by agencies. Contract types varprofit motive of business enterprise, shall be used when the
according to— risk involved is minimal or can be predicted with an accept

(1) The degree and timing of the responsibility able degree of certaintioweverwhen a reasonable basis for
assumed by the contractor for the costs of performance; andirm pricing does not exist, other contract types should be con

(2) The amount and nature of the profit incentive sidered, and negotiations should be directed toward selecting
offered to the contractor for achieving or exceeding speci a contract type (or combination of types) that will appropri
fied standards or goals. ately tie profit to contractor performance.

(b) The contract types are grouped into two broad-cate  (c) In the course of an acquisition program, a series of
gories: fixed-price contracts (see Subpart 16.2) andcontracts, or a single long-term contract, changing circum
cost-reimbursement contracts (see Subpart Teh8)specific stances may make a féifent contract type appropriate in
contract types range from firm-fixed-price, in which the-con later periods than that used at the outset. In partjczdar
tractor has full responsibility for the performance costs andtracting oficers should avoid protracted use of a
resulting profit (or loss), to cost-plus-fixed-fee, in which the cost-reimbursement or time-and-materials contract after
contractor has minimal responsibility for the performance experience provides a basis for firmer pricing.
costs and the negotiated fee (profit) is fixed. In between are the (d) Each contract file shall include documentation to
various incentive contracts (see Subpart 16.4), in which theshow why the particular contract type was selected.
contractors responsibility for the performance costs and the Exceptions to this requirement are—
profit or fee incentives &dred are tailored to the uncertainties (1) Fixed-price acquisitions made under simplified
involved in contract performance. acquisition procedures;

(2) Contracts on a firm fixed-price basis other than
16.102 Policies. those for major systems or research and development; and

(a) Contracts resulting from sealed bidding shall be firm- (3) Awards on the set-aside portion of sealed bid par
fixed-price contracts or fixed-price contracts with economic tial set-asides for small business.
price adjustment.

(b) Contracts negotiated under Part 15 may be of any16.104 Factors in selecting contract types.
type or combination of types that will promote the There are many factors that the contractinfcerf
Governmens interest, except as restricted in this part (seeshould consider in selecting and negotiating the contract
10 U.S.C. 2306(a) and 41 U.S.C. 254(a)). Contract types notype. They include the following:
described in this regulation shall not be used, except as a (a) Price competition Normally effective price compe
deviation under Subpart 1.4. tition results in realistic pricing, and a fixed-price contract is

(c) The cost-plus-a-percentage-of-cost system of con ordinarily in the Governmergt’interest.
tracting shall not be used (see 10 U.S.C. 2306(a) and 41 (b) Price analysis Price analysis, with or without compe
U.S.C. 254(b)). Prime contracts (including letter contracts) tition, may provide a basis for selecting the contract tjpe.
other than firm-fixed-price contracts shall, by an appropri degree to which price analysis can provide a realistic pricing
ate clause, prohibit cost-plus-a-percentage-of-coststandard should be carefully considered. (See 15.805-2.)
subcontracts (see clauses prescribed in Subpart 44.2 for (c) Cost analysis In the absence offettive price com
cost-reimbursement contracts and Subparts 16.2 and 16.getition and if price analysis is not fiafent, the cost
for fixed-price contracts). estimates of the tdror and the Government provide the

(d) No contract may be awarded before the execution ofbases for negotiating contract pricing arrangements. It is
any determination and findings (D&}’ required by this  essential that the uncertainties involved in performance and
part. Minimum requirements for the content of D&F’ their possible impact upon costs be identified and evaluated,

required by this part are specified in 1.704. so that a contract type that places a reasonable degree of
cost responsibility upon the contractor can be negotiated.
16.103 Negotiating contract type. (d) Type and complexity of thequirment Complex

(a) Selecting the contract type is generally a matter forrequirements, particularly those unique to the Government,
negotiation and requires the exercise of sound judgmentusually result in greater risk assumption by the Government.
Negotiating the contract type and negotiating prices areThis is especially true for complex research and develop
closely related and should be considered togeffiee ment contracts, when performance uncertainties or the
objective is to negotiate a contract type and price (of esti likelihood of changes makes it fidult to estimate perfer
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PART 16—TYPES OF CONTRACTS 16.203-2

mance costs in advandes a requirement recurs or as quan providing for equitable adjustment or other revision of the
tity production begins, the cost risk should shift to the contract price under stated circumstanddse contracting
contractoyr and a fixed-price contract should be considered. officer shall use firm-fixed-price or fixed-price with economic
(e) Urgency of theequirement If urgency is a primary  price adjustment contracts when acquiring commercial items.
factor, the Government may choose to assume a greater pro
portion of risk or it may dér incentives to ensure timely 16.202 Firm-fixed-price contracts.
contract performance.
(f) Period of performance or length ofqutuction un. 16.202-1 Description.

In times of economic uncertaintyontracts extending over A firm-fixed-price contract provides for a price that is
a relatively long period may require economic price adjust not subject to any adjustment on the basis of the contractor
ment terms. cost experience in performing the contrdlthis contract
(9) Contractors technical capability and financial type places upon the contractor maximum risk and full
responsibility responsibility for all costs and resulting profit or loss. It-pro

(h) Adequacy of the contractsr accounting system  yides maximum incentive for the contractor to control costs
Before agreeing on a contract type other than firm-fixed- g,q perform déctively and imposes a minimum adminis

price, the contracting &€er shall ensure that the ative burden upon the contracting parties.
contractofs accounting system will permit timely develop

ment of all necessary cost data in the form required by the;g 202-2 Application.
proposed contract typ&his factor may be critical whenthe A firm_fixed-price contract is suitable for acquiring com
contract type requires price revision while performance is in mercial items (see Parts 2 and 12) or for acquiring other

progress, or when a cost-reimbursement contract is beingy,jjies or services on the basis of reasonably definite func
considered and all current or past experience with the cony o o0 Jetailed specifications (see Pat) When the

trac.to::has beert1 on ?flxtedl—fp rlcef basis. der th contracting dicer can establish fair and reasonable prices
(i) Concurent contracts If performance under the pro at the outset, such as when—

posed contraqt involves concurrent operanon; unde.r ot_her (a) There is adequate price competition:
contracts, the impact of those contracts, including their pric . : : .
(b) There are reasonable price comparisons with prior

ing arrangements, should be considered. - . )
purchases of the same or similar supplies or services madt

(j) Extent and natw of poposed subcontractinglf the . . . -
. . pna competitive basis or supported by valid cost or pricing
contractor proposes extensive subcontracting, a contrac )

type reflecting the actual risks to the prime contractor data . S . ; .
should be selected. (c) Available cost or pricing information permits realistic

(k) Acquisition histoy. Contractor risk usually estimates of the probable CQSFS of performancg_; or
decreases as the requirement is repetitively acquksa, (d) Performance uncertainties can be identified and rea

product descriptions or descriptions of services to be per Sonable estimates of their cost impact can be made, and th
formed can be defined more clearly contractor is willing to accept a firm fixed price represent

ing assumption of the risks involved.

16.105 Solicitation provision. . ) ) ) .
The contracting dicer shall complete and insert the pro  16-203 Fixed-price contracts with economic price
vision at 52.216-1Type of Contract, in a solicitation unless ~ adjustment.

it is for—
(@) A fixed-price acquisiton made under simplified 16-203-1 Description.
acquisition procedures; or A fixed-price contract with economic price adjustment
(b) Information or planning purposes. provides for upward and downward revision of the stated
contract price upon the occurrence of specified contingen
Subpart 16.2—Fixed-Price Contracts cies. Economic price adjustments are of three general types
(a) Adjustments based on established pricHsese price
16.201 General. adjustments are based on increases or decreases from ¢

Fixed-price types of contracts provide for a firm pricéror ~ agreed-upon level in published or otherwise established
appropriate cases, an adjustable price. Fixed-price contractgrices of specific items or the contract end items.
providing for an adjustable price may include a ceiling price,  (b) Adjustmentdased on actual costs of labor or mater
a taget price (including tget cost), or both. Unless otherwise ial. These price adjustments are based on increases o
specified in the contract, the ceiling price ogédiprice is sub decreases in specified costs of labor or material that the con
ject to adjustment only by operation of contract clausestractor actually experiences during contract performance.
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16.203-3 FEDERAL ACQUISITION REGULATION

(c) Adjustmentdased on cost indexes of labor or mater tracting oficer may use an agency-prescribed clause instead
ial. These price adjustments are based on increases oof the clause at 52.216-2.
decreases in labor or material cost standards or indexes that  (3) If the negotiated unit price reflects a net price after

are specifically identified in the contract. applying a trade discount from a catalog or list price, the
contracting dicer shall document in the contract file both
16.203-2 Application. the catalog or list price and the discount. (This does not

A fixed-price contract with economic price adjustment apply to prompt payment or cash discounts.)
may be used when (i) there is serious doubt concerning the (b) Adjustment based on established prices—semistan
stability of market or labor conditions that will exist during dard supplies (1) The contracting dicer shall, when
an extended period of contract performance, and (ii) contin contracting by negotiation, insert the clause at 52.216-3,
gencies that would otherwise be included in the contractEconomic Pricédjustment—Semistandard Supplies, or an
price can be identified and covered separately in the con agency-prescribed clause as authorized in subparagraph
tract. Price adjustments based on established prices shoul(b)(2) below in solicitations and contracts when all of the
normally be restricted to industry-wide contingencies. Price following conditions apply:
adjustments based on labor and material costs should be (i) A fixed-price contract is contemplated.
limited to contingencies beyond the contra&ocontrol. (i) The requirement is for semistandard supplies
For use of economic price adjustment in sealed bid con for which the prices can be reasonably related to the prices
tracts, see 14.408-4. of nearly equivalent standard supplies that have an-estab

(a) In establishing the base level from which adjustment lished catalog or market price.
will be made, the contractingfafer shall ensure that cen (iii) The contracting dicer has made the determi
tingency allowances are not duplicated by inclusion in both nation specified in 16.203-3.
the base price and the adjustment requested by the contrac (2) If all conditions in subparagraph (b)(1) of this-sub
tor under economic price adjustment clause. section apply and the contractindioér determines that the

(b) In contracts that do not require submission of cost oruse of the clause at 52.216-3 is inappropriate, the contract
pricing data, the contracting fioer shall obtain adequate ing officer may use an agency-prescribed clause instead of
information to establish the base level from which adjustmentthe clause at 52.216-3.

will be made and may require verification of data submitted. (3) If the negotiated unit price reflects a net price after
applying a trade discount from a catalog or list price, the
16.203-3 Limitations. contracting dicer shall document in the contract file both

A fixed-price contract with economic price adjustment the catalog or list price and the discount. (This does not
shall not be used unless the contractinficef determines  apply to prompt payment or cash discounts.)
that it is necessary either to protect the contractor and the (4) Before entering into the contract, the contracting
Government against significant fluctuations in labor or officer and contractor must agree in writing on the identity
material costs or to provide for contract price adjustment in of the standard supplies and the corresponding contract line
the event of changes in the contraastablished prices. items to which the clause applies.
(5) If the supplies are standard, except for preservation,

16.203-4 Contract clauses. packaging, and packing requirements, the clause prescribed in
(a) Adjustment based on established prices—stahdar 16.203-4(a) shall be used rather than this clause.
supplies. (1) The contracting diicer shall, when contract (c) Adjustments based on actual cost of labor or mater

ing by negotiation, insert the clause at 52.216-2, Economicial. (1) The contracting dicer shall, when contracting by
Price Adjustment—Standard Supplies, or an agency-pre negotiation, insert a clause that is substantially the same as
scribed clause as authorized in subparagraph (a)(2) of thighe clause at 52.216-4, Economic PAcjustment —Labor
subsection, in solicitations and contracts when all of the fol and Material, or an agency-prescribed clause as authorized

lowing conditions apply: in subparagraph (c)(2) belpim solicitations and contracts
(i) A fixed-price contract is contemplated. when all of the following conditions apply:
(ii) The requirement is for standard supplies that (i) A fixed-price contract is contemplated.

have an established catalog or market price. (i) There is no major element of design engineer
(iii) The contracting dicer has made the determi  ing or development work involved.

nation specified in 16.203-3. (iii) One or more identifiable labor or material cost

(2) If all the conditions in subparagraph (a)(1) of this factors are subject to change.
subsection apply and the contractinficafr determines that (iv) The contracting dicer has made the determi

the use of the clause at 52.216-2 is inappropriate, the connation specified in 16.203-3.
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PART 16—TYPES OF CONTRACTS 16.205-4

(2) If all conditions in subparagraph (c)(1) above Contracts. See 16.403 for more complete descriptions,
apply and the contractingfafer determines that the use of application, and limitations for these contracts. Prescribed
the clause at 52.216-4 is inappropriate, the contracting of clauses are found at 16.406.
cer may use an agency-prescribed clause instead of the
clause at 52.216-4. 16.205 Fixed-price contracts with prospective price

(3) The contracting dicer shall describe in detail in redetermination.
the contract Schedule—

(i) The types of labor and materials subject to 16.205-1 Description.
adjustment under the clause; A fixed-price contract with prospective price redetermi
(i) The labor rates, including fringe benefits (if nation provides for—
any) and unit prices of materials that may be increased or (a) A firm fixed price for an initial period of contract
decreased; and deliveries or performance; and
(iii) The quantities of the specified labor and mate (b) Prospective redetermination, at a stated time or times
rials allocable to each unit to be delivered under the during performance, of the price for subsequent periods of

contract. performance.
(4) In negotiating adjustments under the clause, the
contracting dicer shall— 16.205-2 Application.

(i) Consider work in process and materials on hand A fixed-price contract with prospective price redetermi
at the time of changes in labor rates, including fringe bene nation may be used in acquisitions of quantity production or
fits (if any) or material prices; services for which it is possible to negotiate a fair and rea

(ii) Not include in adjustments any indirect cost sonable firm fixed price for an initial period, but not for
(except fringe benefits as defined in 31.205-6(m)) or profit; subsequent periods of contract performance.
and (a) The initial period should be the longest period for

(iii) Consider only those fringe benefits specified which it is possible to negotiate a fair and reasonable firm
in the contract Schedule. fixed price. Each subsequent pricing period should be at

(d) Adjustments based on cost indexes of labor or-mate least 12 months.

rial. The contracting ditcer should consider using an (b) The contract may provide for a ceiling price based on
economic price adjustment clause based on cost indexes odvaluation of the uncertainties involved in performance and
labor or material under the circumstances and subject tatheir possible cost impacthis ceiling price should provide

approval as described in subparagraphs (d)(1) and (d)(2for assumption of a reasonable proportion of the risk by the
below contractor and, once established, may be adjusted only by

(1) A clause providing adjustment based on cost operation of contract clauses providing for equitable adjust

indexes of labor or materials may be appropriate when— ment or other revision of the contract price under stated

(i) The contract involves an extended period of circumstances.
performance with significant costs to be incurred beyond 1

year after performance begins; 16.205-3 Limitations.

(i) The contract amount subject to adjustment is  This contract type shall not be used unless—
substantial; and (a) Negotiations have established that—

(iii) The economic variables for labor and materi (1) The conditions for use of a firm-fixed-price eon
als are too unstable to permit a reasonable division of risktract are not present (see 16.202-2); and
between the Government and the contractathout this (2) A fixed-price incentive contract would not be
type of clause. more appropriate;

(2) Any clause using this method shall be prepared (b) The contractds accounting system is adequate for
and approved under agency procedures. Because of the varprice redetermination;
ations in circumstances and clause wording that may arise, (c) The prospective pricing periods can be made te con

no standard clause is prescribed. form with operation of the contracteraccounting system;
and
16.204 Fixed-price incentive contracts. (d) There is reasonable assurance that price redetermina

A fixed-price incentive contract is a fixed-price contract tion actions will take place promptly at the specified times.
that provides for adjusting profit and establishing the final
contract price by a formula based on the relationship of final 16.205-4 Contract clause.
negotiated total cost to total ¢mt cost. Fixed-price incen The contracting dicer shall, when contracting by nego
tive contracts are covered in Subpart 16.4, Incentivetiation, insert the clause at 52.216-5, Price
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16.206-1 FEDERAL ACQUISITION REGULATION

Redetermination—Prospective, in solicitations and-con The contracting dicer shall, when contracting by nego
tracts when a fixed-price contract is contemplated and thetiation, insert the clause at 52.216-6, Price
conditions specified in 16.205-2 and 16.205-3(a) through Redetermination—Retroactive, in solicitations and -con
(d) apply tracts when a fixed-price contract is contemplated and the

conditions in 16.206-2 and 16.206-3(a) through (d) apply
16.206 Fixed-ceiling-price contracts with retroactive

price redetermination. 16.207 Firm-fixed-price, level-of-effort term contracts.
16.206-1 Description. 16.20771 D.escripti.on.

A fixed-ceiling-price contract with retroactive price A firm-fixed-price, level-of-efort term contract
redetermination provides for— requires—

(a) A fixed ceiling price; and (a) The contractor to provide a specified level dbef

(b) Retroactive price redetermination within the ceiling Over a stated period of time, on work that can be stated only
after completion of the contract. in general terms; and .

(b) The Government to pay the contractor a fixed dollar

16.206-2 Application. amount.

A fixed-ceiling-price contract with retroactive price o
redetermination is appropriate for research and develop 16-207-2 Application. o
ment contracts estimated at $100,000 or less when it is A firm-fixed-price, level-of-efort term contract is suit
established at the outset that a fair and reasonable firm fixed@P!€ for investigation or study in a specific research and

price cannot be negotiated and that the amount involved and!€V€lopment aredhe product of the contract is usually a
short performance period make the use of any other fixed-report showing the results achieved through application of
price contract type impracticable the required level of &rt. However payment is based on

(a)A ceiling price shall be negotiated for the contract at the efort expended rather than on the results achieved.

a level that reflects a reasonable sharing of risk by the con
tractor The established ceiling price may be adjusted only if
required by the operation of contract clauses providing for
equitable adjustment or other revision of the contract price
under stated circumstances.

(b) The contract should be awarded only after negotia

tion of a billing price that is as fair and reasonable as the (c) There is reasonable assurance that the intended result

circumstances permit. _ cannot be achieved by expending less than the stipulated
(c) Since this contract type provides the contractor no effort: and

cost control incentive except the ceiling price, the contract (d) The contract price is $100,000 or less, unless

ing officer should make clear to the contractor during approved by the chief of the contractingia.
discussion before award that the contrdstonanagement

16.207-3 Limitations.

This contract type may be used only when—

(&) The work required cannot otherwise be clearly
defined,;

(b) The required level of &irt is identified and agreed
upon in advance;

effectiveness and ingenuity will be considered in retroac Subpart 16.3—Cost-Reimbursement
tively redetermining the price. Contracts
16.206-3 Limitations. 16.301 General.

This contract type shall not be used unless—
(a) The contract is for research and development and the16.301-1 Description.

estimated cost is $100,000 or !ess; . Cost-reimbursement types of contracts provide for pay
(b) The contractds accounting system is adequate for ment of allowable incurred costs, to the extent prescribed in
price redetermination; the contractThese contracts establish an estimate of total

(c) There is reasonable assurance that the price redetercost for the purpose of obligating funds and establishing a
mination will take place promptly at the specified time; and ceiling that the contractor may not exceed (except at its own
(d) The head of the contracting activity (or a higlesrel risk) without the approval of the contractindicér.
official, if required by agency procedures) approves its use

in writing. 16.301-2 Application.
Cost-reimbursement contracts are suitable for use only
16.206-4 Contract clause. when uncertainties involved in contract performance do not
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PART 16—TYPES OF CONTRACTS 16.306

permit costs to be estimated withfatiént accuracy to use  Cost-plus-award-fee contracts are covered in Subpart 16.4

any type of fixed-price contract. Incentive Contracts. See 16.405-2 for a more complete
description and discussion of application of these contracts.
16.301-3 Limitations. See 16.301-3 and 16.405-2(c) for limitations.
(a) A cost-reimbursement contract may be used only

when— 16.306 Cost-plus-fixed-fee contracts.

(1) The contractds accounting system is adequate for ~ (a) Description. A cost-plus-fixed-fee contract is a cost-
determining costs applicable to the contract; and reimbursement contract that provides for payment to the

(2) Appropriate Government surveillance during-per contractor of a negotiated fee that is fixed at the inception of
formance will provide reasonable assurance thiatiesit the contractThe fixed fee does not vary with actual cost,
methods and &ctive cost controls are used; but may be adjusted as a result of changes in the work to be

(3) See 15.903(d) for statutory limitations on price or performed under the contradthis contract type permits
fee. contracting for gbrts that might otherwise present too great

(b) The use of cost-reimbursement contracts is prohib a risk to contractors, but it provides the contractor only a
ited for the acquisition of commercial items (see Parts 2 andminimum incentive to control costs.

12). (b) Application (1) A cost-plus-fixed-fee contract is
suitable for use when the conditions of 16.301-2 are present
16.302 Cost contracts. and, for example—
(a) Description. A cost contract is a cost-reimbursement (i) The contract is for the performance of research
contract in which the contractor receives no fee. or preliminary exploration or studgnd the level of &brt
(b) Application A cost contract may be appropriate for required is unknown; or
research and development work, particularly with nonprofit (i) The contract is for development and test, and
educational institutions or other nonprofitganizations, using a cost-plus-incentive-fee contract is not practical.
and for facilities contracts. (2) A cost-plus-fixed-fee contract normally should not
(c) Limitations See 16.301-3. be used in development of major systems (see Part 34) onc
preliminary exploration, studies, and risk reduction have
16.303 Cost-sharing contracts. indicated a high degree of probability that the development

(a) Description. A cost-sharing contract is a cost-reim is achievable and the Government has established reasor
bursement contract in which the contractor receives no feeably firm performance objectives and schedules.
and is reimbursed only for an agreed-upon portion of its  (c) Limitations No cost-plus-fixed-fee contract shall be
allowable costs. awarded unless—
(b) Application A cost-sharing contract may be used (2) All limitations in 16.301-3 are complied with; and
when the contractor agrees to absorb a portion of the costs, (2) The contracting dicer has signed a determination
in the expectation of substantial compensating benefits.  and findings establishing the basis for application of the
(c) Limitations See 16.301-3. statutory price or fee limitation (see 15.903(d)).
(d) Completion and term formsA cost-plus-fixed-fee
16.304 Cost-plus-incentive-fee contracts. contract may take one of two basic forms—completion or
A cost-plus-incentive-fee contract is a cost-reimburse term.
ment contract that provides for an initially negotiated fee to (1) The completion form describes the scope of work
be adjusted later by a formula based on the relationship oby stating a definite goal or et and specifying an end
total allowable costs to total tgt costs. Cost-plus-incen  product. This form of contract normally requires the eon
tive-fee contracts are covered in Subpart 16.4, Incentivetractor to complete and deliver the specified end product
Contracts. See 16.405-1 for a more complete description(e.g, a final report of research accomplishing the goal or
and discussion of application of these contracts. See 16.301target) within the estimated cost, if possible, as a condition
3 for limitations. for payment of the entire fixed fee. Howevir the event
the work cannot be completed within the estimated cost, the
16.305 Cost-plus-award-fee contracts. Government may require morefat without increase in
A cost-plus-award-fee contract is a cost-reimbursementfee, provided the Government increases the estimated cost
contract that provides for a fee consisting of (a) a base (2) The term form describes the scope of work in-gen
amount (which may be zero) fixed at inception of the-con eral terms and obligates the contractor to devote a specifiec
tract and (b) an award amount, based upon a judgmentalevel of efort for a stated time period. Under this form, if
evaluation by the Government, fcient to provide moti the performance is considered satisfactory by the
vation for excellence in contract performance. Government, the fixed fee is payable at the expiration of the
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agreed-upon period, upon contractor statement that the level (2) If a cost-reimbursement research and development

of effort specified in the contract has been expended in per contract with an educational institution or a nonprofiaer

forming the contract work. Renewal for further periods of nization that provides no fee or other payment above cost

performance is a new acquisition that involves new cost andand is not a cost-sharing contract is contemplated, and if the

fee arrangements. contracting dicer determines that withholding of a portion
(3) Because of the dédrences in obligation assumed of allowable costs is not required, the contractinficef

by the contractoithe completion form is preferred over the shall use the clause with i#dternate |.

term form whenever the work, or specific milestones for the  (f)(1) The contracting dicer shall insert the clause at

work, can be defined well enough to permit development of 52.216-12, Cost-Sharing Contract—No Fee, in solicitations

estimates within which the contractor can be expected toand contracts when a cost-sharing contract (other than a

complete the work. facilities contract) is contemplated.

(4) The term form shall not be used unless the con (2) If a cost-sharing research and development con
tractor is obligated by the contract to provide a specific level tract with an educational institution or a nonprofit
of effort within a definite time period. organization is contemplated, and if the contractifgef

determines that withholding of a portion of allowable costs
16.307 Contract clauses. is not required, the contractingfiokr shall use the clause

(a)(1) The contracting diicer shall insert the clause at with its Alternate |.
52.216-7 Allowable Cost and Payment, in solicitations and (9)(1) The contracting diicer shall insert the clause at
contracts when a cost-reimbursement contract (other than &2.216-13, Allowable Cost and Payment—Facilities, in
facilities contract) is contemplated. If the contract is with an solicitations and contracts when a cost-reimbursement con
educational institution, modify the clause by deleting from solidated facilities contract or a cost-reimbursement
paragraph (a) the words “Subpart 31.2” and substituting forfacilities acquisition contract (see 45.302-6) is cortem
them “Subpart 31.3.” If the contract is with a State or local plated.
government, modify the clause by deleting from paragraph (2) If a facilities acquisition contract is contemplated
(a) the words “Subpart 31.2” and substituting for them and, in the judgment of the contractindiadr, it may be
“Subpart 31.6"If the contract is with a nonprofit ganiza necessary to withhold payment of an amount to protect the
tion other than an educational institution, a State or local Governmens interest, the contractingfiger shall use the
government, or a nonprofit g@anization exempted under clause with itlternate |.
OMB Circular No.A-122, modify the clause by deleting (h) The contracting dicer shall insert the clause at
from paragraph (a) the words “Subpart 31.2" and substitut 52.216-14Allowable Cost and Payment—Facilities Use, in
ing for them “Subpart 31.7." solicitations and contracts when a facilities use contract is
(2) If the contract is a construction contract and-con contemplated.
tains the clause at 52.232-27, Prompt Payment for (i) The contracting dicer shall insert the clause at
Construction Contracts, the contractin§iasr shall use the  52.216-15, Predetermined Indirect Cost Rates, in salicita
clause at 52.216-7 with itdternate I. tions and contracts when a cost-reimbursement research and
(b) The contracting dicer shall insert the clause at development contract with an educational institution (see
52.216-8, Fixed Fee, in solicitations and contracts when a42.705-3(b)) is contemplated and predetermined indirect
cost-plus-fixed-fee contract (other than a facilities contract cost rates are to be used. If the contract is a facilities con
or a construction contract) is contemplated. tract, modify paragraph (c) by deleting the words “Subpart
(c) The contracting dicer shall insert the clause at 31.1"” and substituting for them “section 31.106.”
52.216-9, Fixed-Fee—Construction, in solicitations and
contracts when a cost-plus-fixed-fee construction contract is Subpart 16.4—Incentive Contracts
contemplated.
(d) The contracting dicer shall insert the clause at 16.401 General.
52.216-10, Incentive Fee, in solicitations and contracts (a) Incentive contracts as described in this subpart are
when a cost-plus-incentive-fee contract (other than afacili appropriate when a firm-fixed-price contract is not appro
ties contract) is contemplated. priate and the required supplies or services can be acquired
(e)(1) The contracting diicer shall insert the clause at at lower costs and, in certain instances, with improved
52.216-1, Cost Contract—No Fee, in solicitations and-con delivery or technical performance, by relating the amount of
tracts when a cost-reimbursement contract is contemplategrofit or fee payable under the contract to the contractor
that provides no fee and is not a cost-sharing contract or gerformance. Incentive contracts are designed to obtain spe
facilities contract. cific acquisition objectives by—
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PART 16—TYPES OF CONTRACTS 16.402-4
(1) Establishing reasonable and attainablget@rthat relate profit or fee to results achieved by the contracton
are clearly communicated to the contractor; and pared with specified tgets.
(2) Including appropriate incentive arrangements  (b) To the maximum extent practicable, positive and neg
designed to— ative performance incentives shall be considered in
() motivate contractor &rts that might not other  connection with service contracts for performance of ebjec
wise be emphasized; and tively measurable tasks when quality of performance is
(i) discourage contractor irfediency and waste. critical and incentives are likely to motivate the contractor

(b) When predetermined, formula-type incentives on  (c) Technical performance incentives may be particularly
technical performance or delivery are included, increases inappropriate in major systems contracts, both in development
profit or fee are provided only for achievement that sur (when performance objectives are known and the fabrication
passes the tgets, and decreases are provided for to the of prototypes for test and evaluation is required) and in pro
extent that such tgets are not meThe incentive increases  quction (if improved performance is attainable and highly
or decreases are applied to performanagetarrather than  gesirable to the Government).
minimum performance requirements. _ (d) Technical performance incentives may involve a-vari

(c) The two basic categories of incentive contracts are gty of specific characteristics that contribute to the overall
fixed-price incentive contracts (see 16.403 and 16.404) andyerformance of the end itedccordingly the incentives on
cost-reimbursement incentive contracts (see 16.405). Sincgngividual technical characteristics must be balanced so that
it is usually to the Governmestadvantage for the contraC 4 gne of them is exaggerated to the detriment of the overall
tor to assume substantial cost responsibility and an performance of the end item.

appropriate share of the cost risk, fixed-price incentive con (e) Performance tests and/or assessments of workperfor
tracts are preferred when contract costs and performancq.nance are generally essential in order to determine the

_requirgments are reasonal_)Iy certain. Cost-re_imbursemgnaegree of attainment of performancegtds. Therefore, the
incentive contracts are subjecF to the overall limitations in contract must be as specific as possible in establishing tes
16.301 that apply to all cost—re|mbursem(_ent co_ntracts. criteria (such as testing conditions, instrumentation preci

(d) Award-fee contracts are a type of incentive contract. _. . )

sion, and data interpretation) and performance standards
(such as the quality levels of services to be provided).

() Because performance incentives present complex
problems in contract administration, the contractirficerf
should negotiate them in full coordination with Government
engineering and pricing specialists.

(g) It is essential that the Government and contractor
agree explicitly on the fect that contract changes.q, pur
suant to the Changes clause) will have on performance

16.402 Application of predetermined, formula-type
incentives.

16.402-1 Cost incentives.

(a) Most incentive contracts include only cost incentives,
which take the form of a profit or fee adjustment formula and
are intended to motivate the contractor fectfvely manage
costs. No incentive contract may provide for other incentives

without also providing a cost incentive (or constraint). incentives. o _ _
(b) Except for cost-plus-award-fee contracts (see (h) The contracting dicer must exercise care, in estab

16.405-2), incentive contracts include ajércost, a taet lishing performance criteria, to recognize that the contractor
profit or fee, and a profit or fee adjustment formula that Should not be rewarded or penalized for attainments of
(within the constraints of a price ceiling or minimum and Government-furnished components.
maximum fee) provides that— . . .

(1) Actual cost that meets the get will result in the ~ 16.402-3 Delivery incentives.

target profit or fee; (@) Delivery incentives should be considered when
(2) Actual cost that exceeds thegar will result in improvement from a required delivery schedule is a signifi
downward adjustment of et profit or fee; and cant Government objective. It is important to determine the
(3) Actual cost that is below the tgt will result in Governmens primary objectives in a given contraetd,
upward adjustment of et profit or fee. earliest possible delivery or earliest quantity production).
(b) Incentive arrangements on delivery should specify the
16.402-2 Performance incentives. application of the reward-penalty structure in the event of

(a) Performance incentives may be considered in cennec Government-caused delays or other delays beyond the con
tion with specific product characteristice., a missile trol, and without the fault or negligence, of the contractor or
range, an aircraft speed, an engine thrust, or a vehiclesubcontractor
maneuverability) or other specific elements of the contrac
tor's performance.These incentives should be designed to 16.402-4 Structuring multiple-incentive contracts.
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A properly structured multiple-incentive arrangement When the contractor completes performance, the parties

should— negotiate the final cost, and the final price is established by
(&) Motivate the contractor to strive for outstanding applying the formulaWhen the final cost is less than the tar
results in all incentive areas; and get cost, application of the formula results in a final profit

(b) Compel trade-6tdecisions among the incentive areas, greater than the tget profit; converselywhen final cost is
consistent with the Governmenverall objectives for the  more than taget cost, application of the formula results in a
acquisition. Because of the interdependency of the final profit less than the tget profit, or even a net loss. If the
Governmens cost, the technical performance, and the deliv final negotiated cost exceeds the price ceiling, the contractor
ery goals, a contract that emphasizes only one of the goalsbsorbs the diérence as a loss. Because the profit varies
may jeopardize control over the others. Because outstandingnversely with the cost, this contract type provides a positive,
results may not be attainable for each of the incentive areasgalculable profit incentive for the contractor to control costs.
all multiple-incentive contracts must include a cost incentive  (b) Application A fixed-price incentive (firm tayet) con
(or constraint) that operates to preclude rewarding a centractract is appropriate when the parties can negotiate at the
tor for superior technical performance or delivery results outset a firm taget cost, taget profit, and profit adjustment
when the cost of those results outweighs their value to theformula that will provide a fair and reasonable incentive and

Government. a ceiling that provides for the contractor to assume an -appro
priate share of the riskWhen the contractor assumes a
16.403 Fixed-price incentive contracts. considerable or major share of the cost responsibility under

(a) Description A fixed-price incentive contract is a the adjustment formula, the ¢ggt profit should reflect this
fixed-price contract that provides for adjusting profit and responsibility
establishing the final contract price by application of a for (c) Limitations This contract type may be used only
mula based on the relationship of total final negotiated costwhen—
to total taget cost.The final price is subject to a price eeil (1) The contractds accounting system is adequate for
ing, negotiated at the outsdthe two forms of fixed-price  providing data to support negotiation of final cost and incen
incentive contracts, firm tget and successive gmts, are tive price revision; and

further described in 16.403-1 and 16.403-2 below (2) Adequate cost or pricing information for establish
(b) Application A fixed-price incentive contractis appro  ing reasonable firm tgets is available at the time of initial
priate when— contract negotiation.
(1) A firm-fixed-price contract is not suitable; (d) Contract scheduleThe contracting dicer shall spec

(2) The nature of the supplies or services being ify in the contract schedule thedat cost, taget profit, and
acquired and other circumstances of the acquisition are sucltarget price for each item subject to incentive price revision.
that the contractés assumption of a degree of cost respon
sibility will provide a positive profit incentive for fefctive 16.403-2 Fixed-price incentive (successive targets)
cost control and performance; and contracts.

(3) If the contract also includes incentives on technical  (a) Description (1) A fixed-price incentive (successive
performance and/or deliverthe performance requirements targets) contract specifies the following elements, all of
provide a reasonable opportunity for the incentives to have awhich are negotiated at the outset:

meaningful impact on the contrac®management of the () An initial tamget cost.
work. (i) An initial taget profit.
(c) Billing prices In fixed-price incentive contracts, (iii) An initial profit adjustment formula to be used

billing prices are established as an interim basis for paymentfor establishing the firm tget profit, including a ceiling and
These billing prices may be adjusted, within the ceiling lim floor for the firm taget profit. (This formula normally pro

its, upon request of either party to the contract, when itvides for a lesser degree of contractor cost responsibility
becomes apparent that final negotiated cost will be substanthan would a formula for establishing final profit and price.)

tially different from the tayet cost. (iv) The production point at which the firm gest
cost and firm taget profit will be negotiated (usually before
16.403-1 Fixed-price incentive (firm target) contracts. delivery or shop completion of the first item).
(a) Description A fixed-price incentive (firm tayet) con (V) A ceiling price that is the maximum that may be

tract specifies a tget cost, a tget profit, a price ceiling (but  paid to the contractpexcept for any adjustment under other
not a profit ceiling or floor), and a profit adjustment formula. contract clauses providing for equitable adjustment or other
These elements are all negotiated at the outéet.price revision of the contract price under stated circumstances.
ceiling is the maximum that may be paid to the contractor (2) When the production point specified in the contract
except for any adjustment under other contract clausesis reached, the parties negotiate the firrgeticost, giving
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PART 16—TYPES OF CONTRACTS 16.405-2

consideration to cost experience under the contract and other (b) A solicitation contemplating award of a fixed-price
pertinent factorsThe firm taget profit is established by the contract with award fee shall not be issued unless the fol
formula. At this point, the parties have two alternatives, as lowing conditions exist:

follows: (1) The administrative costs of conducting award-fee
(i) They may negotiate a firm fixed price, using the evaluations are not expected to exceed the expected benefit:

firm target cost plus the firm tget profit as a guide. (2) Procedures have been established for conducting
(i) If negotiation of a firm fixed price is inappro  the award-fee evaluation;

priate, they may negotiate a formula for establishing the final (3) The award-fee board has been established; and

price using the firm tget cost and firm tget profit. The (4) An individual above the level of the contracting

final cost is then negotiated at completion, and the final officer approved the fixed-price-award-fee incentive.
profit is established by formula, as under the fixed-price

incentive (firm taget) contract (see 16.403-1 above). 16.405 Cost-reimbursement incentive contracts.
(b) Application A fixed-price incentive (successive tar See 16.301 for requirements applicable to all cost-reim
gets) contract is appropriate when— bursement contracts, for use in conjunction with the

(1) Available cost or pricing information is not guf following subsections.
cient to permit the negotiation of a realistic firmgetr cost

and profit before award,; 16.405-1 Cost-plus-incentive-fee contracts.
(2) Suficient information is available to permit nego (a) Description The cost-plus-incentive-fee contract is a
tiation of initial tagets; and cost-reimbursement contract that provides for the initially

(3) There is reasonable assurance that additional reli negotiated fee to be adjusted later by a formula based on tht
able information will be available at an early point in the relationship of total allowable costs to totabetrcostsThis
contract performance so as to permit negotiation of either (i)contract type specifies a ¢gt cost, a tget fee, minimum
a firm fixed price or (ii) firm tagets and a formula for estab  and maximum fees, and a fee adjustment formidtar con
lishing final profit and price that will provide a fair and tract performance, the fee payable to the contractor is
reasonable incentiv&@his additional information is not lim determined in accordance with the formutde formula
ited to experience under the contract, itself, but may beprovides, within limits, for increases in fee abovgéeaifee
drawn from other contracts for the same or similar items.  when total allowable costs are less thamgehrcosts, and

(c) Limitations This contract type may be used only decreases in fee belowdat fee when total allowable costs
when— exceed taget costsThis increase or decrease is intended to

(1) The contractds accounting system is adequate for provide an incentive for the contractor to manage the con
providing data for negotiating firm @ets and a realistic  tract efectively. When total allowable cost is greater than or
profit adjustment formula, as well as later negotiation of less than the range of costs within which the fee-adjustment
final costs; and formula operates, the contractor is paid total allowable costs,

(2) Cost or pricing information adequate for establish plus the minimum or maximum fee.
ing a reasonable firm @&t cost is reasonably expected to be  (b) Application (1)A cost-plus-incentive-fee contract is

available at an early point in contract performance. appropriate for services or development and test programs
(d) Contract scheduleThe contracting dicer shall spec when—
ify in the contract schedule the initialget cost, initial taget (i) A cost-reimbursement contract is necessary (see
profit, and initial taget price for each item subject to ineen 16.301-2); and
tive price revision. (i) A tamget cost and a fee adjustment formula can
be negotiated that are likely to motivate the contractor to
16.404 Fixed-price contracts with award fees. manage déctively.
(a) Award-fee provisions may be used in fixed-price-con (2) The contract may include technical performance

tracts when the Government wishes to motivate a contractolincentives when it is highly probable that the required devel
and other incentives cannot be used because contractor peopment of a major system is feasible and the Government
formance cannot be measured objectiveBuch contracts  has established its performance objectives, at least in genere
shall— terms.This approach also may apply to other acquisitions, if

(1) Establish a fixed price (including normal profit) the use of both cost and technical performance incentives is
for the efort. This price will be paid for satisfactory contract desirable and administratively practical.

performance Award fee earned (if any) will be paid in addi (3) The fee adjustment formula should provide an

tion to that fixed price; and incentive that will be ééctive over the full range of reason
(2) Provide for periodic evaluation of the contrator ably foreseeable variations from det cost. If a high

performance against an award-fee plan. maximum fee is negotiated, the contract shall also provide
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for a low minimum fee that may be a zero fegiorrare (2) The maximum fee payabléd,, the base fee plus

cases, a negative fee. the highest potential award fee) complies with the limitations
(c) Limitations  No cost-plus-incentive-fee contract shall in 16.301-3; and

be awarded unless all limitations in 16.301-3 are complied (3) The contract amount, performance period, and

with. expected benefits are fiafent to warrant the additional

administrative dgbrt and cost involved.

16.405-2 Cost-plus-award-fee contracts.

(a) Description A cost-plus-award-fee contract is a cost- 16.406 Contract clauses.
reimbursement contract that provides for a fee consisting of (a) The contracting dicer shall insert the clause at
(1) a base amount fixed at inception of the contract and (2)52.216-16, Incentive Price Revision—Fiifarget, in solici
an award amount that the contractor may earn in whole or intations and contracts when a fixed-price incentive (firm
part during performance and that isf®ignt to provide target) contract is contemplated. If the contract calls for sup
motivation for excellence in such areas as quadiiteliness, plies or services to be ordered under a provisioning document

technical ingenuity and cost-déctive managementThe or Government option and the prices are to be subject to the

amount of the award fee to be paid is determined by theincentive price revision under the clause, the contractiirg of

Governmens judgmental evaluation of the contratsquer cer shall use the clause with Atkernate 1.

formance in terms of the criteria stated in the contfidus (b) The contracting dicer shall insert the clause at

determination is made unilaterally by the Government and is52.216-17, Incentive Price Revision—Succes3mgets, in

not subject to the Disputes clause. solicitations and contracts when a fixed-price incentive-(suc
(b) Application (1) The cost-plus-award-fee contract is cessive tagets) contract is contemplated. If the contract calls

suitable for use when— for supplies or services to be ordered under a provisioning

(i) The work to be performed is such that it is-nei document or Government option and the prices are to be sub
ther feasible nor &ctive to devise predetermined objective ject to incentive price revision under the clause, the
incentive tagets applicable to cost, technical performance, contracting dicer shall use the clause with Aternate I.

or schedule; (c) The clause at 52.216-Kllowable Cost and Payment,
(i) The likelihood of meeting acquisition objec is prescribed in 16.307(a) for insertion in solicitations and
tives will be enhanced by using a contract th&otively contracts when a cost-plus-incentive-fee contract or a cost-

motivates the contractor toward exceptional performanceplus-award-fee contract is contemplated.
and provides the Government with the flexibility to evaluate  (d) The clause at 52.216-10, Incentive Fee, is prescribed
both actual performance and the conditions under which itin 16.307(d) for insertion in solicitations and contracts when

was achieved; and a cost-plus-incentive-fee contract is contemplated.

(iii) Any additional administrative fefrt and cost (e) The contracting dicer shall insert an appropriate
required to monitor and evaluate performance are justifiedaward-fee clause in solicitations and contracts when an
by the expected benefits. award-fee contract is contemplated, provided that the

(2) The number of evaluation criteria and the require clause—
ments they represent will i widely among contract¥he (2) Is prescribed by or approved under agency aequisi
criteria and rating plan should motivate the contractor to tion regulations;
improve performance in the areas rated, but not at the (2) Is compatible with the clause at 52.216-7,
expense of at least minimum acceptable performance in allAllowable Cost and Payment; and
other areas. (3) Expressly excludes from the operation of the

(3) Cost-plus-award-fee contracts shall provide for Disputes clause any disagreement by the contractor cencern
evaluation at stated intervals during performance, so that theng the amount of the award fee.
contractor will periodically be informed of the quality of its
performance and the areas in which improvement is Subpart 16.5—Indefinite-Delivery Contracts
expected. Partial payment of fee shall generally correspond
to the evaluation period¥his makes ééctive the incentive  16.500 Scope of subpat:
which the award fee can create by inducing the contractor to  This subpart prescribes policies and procedures for mak
improve poor performance or to continue good perfor ing awards of indefinite-delivery contracts and establishes a

mance. preference scheme for making multiple awards of indefi
(c) Limitations No cost-plus-award-fee contract shall be nite-quantity contractsThis subpart does not limit the use
awarded unless— of other than competitive procedures authorized by Part 6.
(1) All of the limitations in 16.301-3 are complied Nothing in this subpart shall be construed to limit, impair
with; restrict the authority of the General Servidésninistration
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PART 16—TYPES OF CONTRACTS 16.503

(GSA) to enter into schedule, multiple award, or task or (ii) Ordering of supplies or services after require
delivery order contracts under any other provision of law ments materialize.

Therefore, GSAregulations and the coverage for the (3) Indefinite-quantity contracts limit the
Federal Supply Schedule program in Subpart 8.4 and ParGovernmens obligation to the minimum quantity specified
38 take precedence over this subpdittis subpart may be in the contract.

used to acquire information technology requirements that (4) Requirements contracts may permit faster deliver
are not satisfied under the Federal Supply Schedule proies when production lead time is involved, because
gram. The multiple award preference scheme establishedcontractors are usually willing to maintain limited stocks
by this subpart does not apply to architect-engineer con when the Government will obtain all of its actual purchase
tracts subject to the procedures in Subpart 36.6. Howeverrequirements from the contractor

agencies are not precluded from making multiple awards for  (c) Indefinite-delivery contracts may provide for any
architect-engineer services using the procedures in this subappropriate cost or pricing arrangement under Part 16. Cos
part, provided the selection of contractors and placement ofor pricing arrangements that provide for an estimated-quan

orders are consistent with Subpart 36.6.

16.501-1 Definitions.
As used in this subpart—

tity of supplies or service®(g, estimated number of labor
hours) must comply with the appropriate procedures of this
subpart.

“Advisory and assistance services” has the same mean16.502 Definite-quantity contracts.

ing as set forth in 37.201.

(a) Description A definite-quantity contract provides for

“Delivery order contract” means a contract for supplies delivery of a definite quantity of specific supplies or-ser
that does not procure or specify a firm quantity of supplies vices for a fixed period, with deliveries or performance to

(other than a minimum or maximum quantity) and that pro

vides for the issuance of orders for the delivery of supplies

during the period of the contract.

“Task order contract” means a contract for services that

be scheduled at designated locations upon order
(b) Application A definite-quantity contract may be
used when it can be determined in advance that—
(1) A definite quantity of supplies or services will be

does not procure or specify a firm quantity of services (otherrequired during the contract period; and

than a minimum or maximum quantity) and that provides

(2) The supplies or services are regularly available or

for the issuance of orders for the performance of tasks dur will be available after a short lead time.

ing the period of the contract.

16.501-2 General.

(a) There are three types of indefinite-delivery contracts:

16.503 Requirements contracts.
(a) Description A requirements contract provides for
filling all actual purchase requirements of designated

definite-quantity contracts, requirements contracts, andGovernment activities for supplies or services during a

indefinite-quantity contractsThe appropriate type of indef

specified contract period, with deliveries or performance to

inite-delivery contract may be used to acquire suppliesbe scheduled by placing orders with the contractor

and/or services when the exact times and/or exact quantities

(1) For the information of é&rors and contractors,

of future deliveries are not known at the time of contract the contracting dicer shall state a realistic estimated total
award. Pursuant to 10 U.S.C. 2304d and section 303K ofquantity in the solicitation and resulting contrddtis esti

the Federal Property andldministrative Service#\ct of

mate is not a representation to afeadr or contractor that

1949, requirements contracts and indefinite-quantity- con the estimated quantity will be required or ordered, or that
tracts are also known as delivery order contracts or taskconditions afecting requirements will be stable or normal.

order contracts.
(b) The various types of indefinite-delivery contracts
offer the following advantages:
(1) All three types permit—
(i) Government stocks to be maintained at mini
mum levels ; and
(ii) Direct shipment to users.
(2) Indefinite-quantity contracts and requirements
contracts also permit—
() Flexibility in both quantities and delivery
scheduling; and

The contracting dicer may obtain the estimate from
records of previous requirements and consumption, or by
other means, and should base the estimate on the mest cu
rent information available.

(2) The contract shall state, if feasible, the maximum
limit of the contractols obligation to deliver and the
Governmeng obligation to orderThe contract may also
specify maximum or minimum quantities that the
Government may order under each individual order and the
maximum that it may order during a specified period of
time.
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(b) Application A requirements contract may be appro (3) The contract may also specify maximum or mini
priate for acquiring any supplies or services when the mum quantities that the Government may order under each
Government anticipates recurring requirements but cannottask or delivery order and the maximum that it may order
predetermine the precise quantities of supplies or servicegluring a specific period of time.

that designated Government activities will need during a (4) In addition to other required provisions and

definite period. clauses, a solicitation and contract for an indefinite quantity
(c) Government mpetty furnished for epair. When a  shall— _ _ . .

requirements contract is used to acquire wetl,(repair (i) Specify the period of the contract, including the

modification, or overhaul) on existing items of Government number of options and the period for which the contract
property the contracting dicer shall specify in the  may be extended under each option, if any;

Schedule that failure of the Government to furnish such (if) Specify the total minimum and maximum
items in the amounts or quantities described in the Scheduldluantity or dollar value of supplies or services to be
as “estimated” or “maximum” will not entitle the contractor acquired under the contract;

to any equitable adjustment in price under the Government (iif) Include a statement of work, specifications, or
Property clause of the contract. other description, that reasonably describes the general

(d) Limitations on use ofquirements contracts for advi ~ SCOP€, nature, complexjtand purpose of the supplies or
sory and assistance seces (1) Except as provided in  S€rvices to be acquired under the contract in a manner that
paragraph (d)(2) of this section, no solicitation for a require will enable a prospective fefor to decide whether to sub

ments contract for advisory and assistance services inmitan ofer;

excess of three years and $10,000,000 (including all (iv) Statg the procedures that will be used in-issu
options) may be issued unless the contractirfiges or ing orders and, if multiple awards may be made, state the

other oficial designated by the head of the agency deter procedures and selection criteria that will be used to provide
mines in writing that the services required are so unique orawar(izesoaS fslrlopportunlty to be considered for each order
highly specialized that it is not practicable to make multiple (see 16.505(b)( )).’ .
awards using the procedures in 16.504. - (v) If multiple awards may b.e made, mcludg the
(2) The limitation in paragraph (d)(1) of this section is provision at 52.216-27, Single or Multipdevards, to not|f.y
. L K ) offerors that more than one contract may be awarded; and
not applicable to an acquisition of supplies or services that

includes the acquisition of advisory and assistance services (vi) If an award of a task order contract for advi
. ca Yy . Sory and assistance services in excess of three years and
if the contracting dfcer or other dicial designated by the

. ) . $10,000,000 (including all options) is anticipated, include
head of the_ agency determme; tha.lt the advisory and aSSljpe provision at 52.216-28, Multipkewards forAdvisory
tgnc.?' services are nefcehssarlly incident to, and not %ndAssistance Services, unless a determination to make a
significant component of, the contract. single award is made under paragraph (c)(2)(i)(A) of this
- . section.

16.504 Ind.efl.nlte-qugnuty' c.ontracts.. ) (b) Application. An indefinite-quantity contract may be

(@) Description An indefinite-quantity contract provides ;seq when the Government cannot predetermine, above a
for an indefinite quantitywithin stated limits, of supplies or specified minimum, the precise quantities of supplies or ser

services to be furnished during a fixed period, with deliver \ices that will be required during the contract period, and it
ies or performance to be scheduled by placing orders withis jnadvisable for the Government to commit itself for more
the contractor than a minimum quantityAn indefinite-quantity contract

(1) The contract shall require the Government to order shoyld be used only when a recurring need is anticipated.
and the contractor to furnish at least a stated minimum (c) Multiple awad prefeence—(1) General pefeence
quantity of supplies or services and, if and as ordered, thegxcept for indefinite-quantity contracts for advisory and
contractor to furnish any additional quantities, not to exceed gssistance services as provided in paragraph (c)(2) of this
a stated maximumrhe contracting dicer may obtain the  section, the contractingfifer shall, to the maximum extent
basis for the maximum from records of previous require practicable, give preference to making multiple awards of
ments and consumption, or by other means, but theindefinite-quantity contracts under a single solicitation for
maximum quantity should be realistic and based on thethe same or similar supplies or services to two or more
most current information available. sources. In making a determination as to whether multiple

(2) To ensure that the contract is binding, the mini awards are appropriate, the contractirfagcef shall exercise
mum quantity must be more than a nominal quartity it sound business judgment as part of acquisition planning.
should not exceed the amount that the Government is fairlyNo separate written determination to make a single award is
certain to order necessary when the determination is contained in a written
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acquisition plan or when a class determination has been (a)General. (1) When placing orders under this subpart,
made in accordance with Subpart 1.7. Multiple awards a separate notice under 5.201 is not required.

should not be made if the contractindicgr determines (2) The contracting dicer or duly appointed ordering
that— officer shall ensure that individual orders clearly describe

(i) Only one contractor is capable of providing-per all services to be performed or supplies to be delivered.
formance at the level of quality required because the Such oficer shall also ensure that orders are within the
supplies or services are unique or highly specialized; scope, period, and maximum value of the contract.

(il) Based on the contractingfigfer's knowledge (3) The contracting dicer shall include in the cen
of the market, more favorable terms and conditions, iaclud tract Schedule the names of the activity or activities
ing pricing, will be provided if a single award is made; authorized to issue orders.

(i) The cost of administration of multiple con (4) If appropriate, authorization for placing oral
tracts may outweigh any potential benefits from making orders may be included in the contract Schedule; provided,
multiple awards; that procedures have been established for obligating funds

(iv) The tasks likely to be ordered are so integrally and that oral orders are confirmed in writing.
related that only a single contractor can reasonably perform (5) Orders may be placed by facsimile or by elec
the work; tronic commerce methods, if provided for in the contract.

(v) The total estimated value of the contract is less (6) Orders placed under indefinite-delivery contracts
than the simplified acquisition threshold; or shall contain the following information:

(vi) Multiple awards would not be in the best inter (i) Date of order
ests of the Government. (ii) Contract number and order number

(2) Contracts for advisgr and assistance sdces (i) (iii) Item number and description, quantitsgnd
Except as provided in paragraph (c)(2)(ii) of this section, if unit price or estimated cost or fee.
an indefinite-quantity contract for advisory and assistance (iv) Delivery or performance date.
services will not exceed three years and $10,000,000, (v) Place of delivery or performance (including
including all options, a contractingfiger may but is not consignee).
required to, give preference to making multiple awards. If (vi) Packaging, packing, and shipping instructions,
an indefinite-quantity contract for advisory and assistanceif any.
services exceeds three years and $10,000,000, including all (vii) Accounting and appropriation data.
options, multiple awards shall be made unless— (viii) Any other pertinent information.

(A) The contracting dicer or other dicial des (7) No protest under Subpart 33.1 is authorized in
ignated by the head of the agency determines in writing,connection with the issuance or proposed issuance of ar
prior to the issuance of the solicitation, that the servicesorder under a task order contract or delivery order contract
required under the task order contract are so unique orexcept for a protest on the grounds that the order increase:
highly specialized that it is not practicable to award more the scope, period, or maximum value of the contract.
than one contractThis determination may also be appro (b) Orders under multiple awdrcontracts (1) Except
priate when the tasks likely to be issued are so integrallyas provided for in paragraph (b)(2) of this section, for orders
related that only a single contractor can reasonably performissued under multiple delivery order contracts or multiple
the work; task order contracts, each awardee shall be provided a fai

(B) The contracting dicer or other dicial des opportunity to be considered for each order in excess of
ignated by the head of the agency determines in writing,$2,500. In determining the procedures for providing
after the evaluation of fdrs, that only one &dror is capa awardees a fair opportunity to be considered for each,order
ble of providing the services required at the level of quality contracting dicers shall exercise broad discretiomhe
required; or contracting dicer, in making decisions in the award of any

(C) Only one dir is received. individual task ordershould consider factors such as past

(ii) The requirements of paragraph (c)(2)(i) of this performance on earlier tasks under the multiple aware con
section are not applicable to an acquisition of supplies ortract, quality of deliverables, cost control, price, cost, or
services that includes the acquisition of advisory and-assis other factors that the contractingioér believes are rele
tance services, if the contractingfiogér or other dicial vant to the award of a task order to an awardee under the
designated by the head of the agency determines that theontract. In evaluating past performance on individual
advisory and assistance services are necessarily incident tarders, the procedural requirements in Subpart 42.15 are no

and not a significant component of, the contract. mandatory The procedures and selection criteria that will
be used to provide multiple awardees a fair opportunity to
16.505 Ordering. be considered for each order must be set forth in the-solici
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tation and contractThe procedures for selecting awardees provided for in paragraph (c)(2) of this section, the ordering
for the placement of particular orders need not comply with period of a task order contract for advisory and assistance
the competition requirements of Part 6. Howewagencies  services, including all options or modifications, may not
shall not use any method (such as allocation) that would notexceed five years, unless a longer period is specifically
result in fair consideration being given to all awardees prior gquthorized by a statute that is applicable to such a contract.
to placing each ordeformal evaluation plans or scoring of Notwithstanding the five-year limitation or the require
quotes or ders are not requiredAgencies may use oral  ments of Part 6, a task order contract for advisory and
proposals and streamlined procedures when selecting aRssjstance services may be extended on a sole-source basis
order awardee. In addition, the contractinficef need not only once for a period not to exceed six months if the con

contact each of the multiple awardees under the ComraC'iracting oficer or other dicial designated by the head of
before selecting an order awardee if the contractifigeof the agency determines that—

has information available to ensure that each awardee is (i) The award of a follow-on contract is delayed by

provided a fair opportunity to be considered for each order .
: : circumstances that were not reasonably foreseeable at the
(2) Awardees need not be given an opportunity to be L :
time the initial contract was entered into; and

considered for a particular order in excess of $2,500 under i Th tension i ¢ tinuit
multiple delivery order contracts or multiple task order-con i (i) The Extension Is necessary o ensure continuity
of services pending the award of the follow-on contract.

tracts if the contracting fifer determines that— L2 , ) . .
(i) The agency need for such supplies or services is (2) The limitation on ordering period contained in

of such ugency that providing such opportunity would paragraph (c)(1) of this section is not applicable to an acqui

result in unacceptable delays; sition of supplies or services that includes the acquisition of

(i) Only one such contractor is capable of previd advisory and assistance services, if the contractiigeobr
ing such supplies or services required at the level of qualityother oficial designated by the head of the agency deter
required because the supplies or services ordered are uniqu@ines that the advisory and assistance services are
or highly specialized; necessarily incident to, and not a significant component of,
(i) The order should be issued on a sole-sourcethe contract.
basis in the interest of economy anficéncy as a logical
follow-on to an order already issued under the contract, pro 16.506 Solicitation provisions and contract clauses.
vided that all awardees were given a fair opportunity to be (a) The contracting dicer shall insert the clause at

considered for the original order; or 52.216-18, Ordering, in solicitations and contracts when a
(iv) It is necessary to place an order to satisfy a definite-quantity contract, a requirements contract, or an
minimum guarantee. indefinite-quantity contract is contemplated.

(3) The “competing independently” requirement of (b) The contracting dicer shall insert a clause substan
15.804-1(b)(1) is satisfied for orders placed under multiple tially the same as the clause at 52.216-19, Order
delivery order contracts or multiple task order contracts | jmitations, in solicitations and contracts when a definite-
when— quantity contract, a requirements contract, or an

_ (i) The price for the supplies or services IS estab jnqefinite-quantity contract is contemplated.
lished in the contract at the time of contract award; or (c) The contracting dicer shall insert the clause at

(ii) The contracting dicer solicits ofers from two 52.216-20, Definite Quantityn solicitations and contracts

or more awardees for order placement when the price for theWhen a definite-quantity contract is contemplated.

supplies or services is not established in the contract at the (d)(1) The contracting dicer shall insert the clause at

time of contract award. . . o
(4) The head of the agency shall designateataskorde|52'216'21’ Requirements, in solicitations and contracts
when a requirements contract is contemplated.

contract and delivery order contract ombudsman who shall ) i
(2) If the contract is for nonpersonal services and

be responsible for reviewing complaints from contractors ; i ,
on task order contracts and delivery order contragtse related supplies and covers estimated requirements that

ombudsman shall review complaints from the contractors €Xceed a specific Government actistynternal capability
and ensure that all contractors areomfed a fair opportu 10 produce or perform, the contractingiadr shall use the
nity to be considered, consistent with the procedures in theclause with itAlternate I.

contract. The ombudsman shall be a senior agentigiaf (3) If the contract includes subsistence for both

who is independent of the contractindiadr and may be ~ Government use and resale in the same Schedule, and sim

the agency's competition advocate. ilar products may be acquired on a brand-name basis, the
(c) Limitation on odering period for task aler con contracting dicer shall use the clause with Agternate Il

tracts for advisoy and assistance seaces. (1) Except as (but see paragraph (d)(5) of this section).
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16.603-2

(4) If the contract involves a partial small business costs clearly excluded from the laduur rate. Material

set-aside, the contractingfioer shall use the clause with its
Alternate Ill (but see paragraph (d)(5) of this section).

handling costs may include all appropriate indirect costs
allocated to direct materials in accordance with the contrac

(5) If the contract (i) includes subsistence for both tor's usual accounting procedures consistent with Part 31.

Government use and resale in the same Schedule and simi

(3) Optional method of pricing materialWhen the

lar products may be acquired on a brand-name basis and (iipature of the work to be performed requires the contractor
involves a partial small business set-aside, the contractingo furnish material that it regularly sells to the general pub

officer shall use the clause with Adternate IV

(e) The contracting dicer shall insert the clause at
52.216-22, Indefinite Quantitin solicitations and contracts
when an indefinite-quantity contract is contemplated.

(f) The contracting dicer shall insert the provision at
52.216-27, Single or Multipldwards, in solicitations for
indefinite quantity contracts that may result in multiple-con
tract awardsThis provision shall not be used for advisory

lic in the normal course of its business, the contract may
provide for chaging material on a basis other than at cost
if—

(i) The total estimated contract price does not
exceed $25,000 or the estimated price of material so
chaged does not exceed 20 percent of the estimated con
tract price;

(i) The material to be so clyad is identified in

and assistance services contracts that exceed three years atite contract;

$10,000,000 (including all options). Contractindicars

(iii) No element of profit on material so clgad is

may modify the provision to specify the number of awards included as profit in the fixed hourly labor rates; and

the Government reasonably estimates that it may make.

(9) In accordance with 16.504(a)(4)(vi), the contracting

officer shall insert the provision at 52.216-28, Multiple
Awards forAdvisory andAssistance Services, in solicita

(iv) The contract provides—
(A) That the price to be paid for such material
shall be based on an established catalog or list pricéeit ef
when material is furnished, less all applicable discounts to

tions for task order contracts for advisory and assistancethe Government; and

services that exceed three years and $10,000,000 (including

(B) That in no event shall the price exceed the

all options) unless a determination has been made undecontractols sales price to its most-favored customer for the

16.504(c)(2)())(A). Contracting ti€ers may modify the

same item in like quantityor the current market price,

provision to specify the number of awards the Governmentwhichever is lower

reasonably estimates that it may make.

Subpart 16.6—Time-And-Materials, Labor-
Hour, and Letter Contracts

16.601 Time-and-materials contracts.
(a) Description A time-and-materials contract provides
for acquiring supplies or services on the basis of—

(c) Limitations A time-and-materials contract may be
used (1) only after the contractindgioér executes a deter
mination and findings that no other contract type is suitable;
and (2) only if the contract includes a ceiling price that the
contractor exceeds at its own ri§ke contracting dicer
shall document the contract file to justify the reasons for and
amount of any subsequent change in the ceiling price.

(1) Direct labor hours at specified fixed hourly rates 16.602 Labor-hour contracts.
that include wages, overhead, general and administrative Description A laborhour contract is a variation of the

expenses, and profit; and
(2) Materials at cost, including, if appropriate, mater
ial handling costs as part of material costs.
(b) Application A time-and-materials contract may be

time-and-materials contract, filifing only in that materials
are not supplied by the contractddee 16.601(b) and
16.601(c) for application and limitations, respectively

used only when it is not possible at the time of placing the 16.603 Letter contracts.
contract to estimate accurately the extent or duration of the
work or to anticipate costs with any reasonable degree 0f16.603-1 Description.

confidence.
(1) Government sweillance A time-and-materials

A letter contract is a written preliminary contractual
instrument that authorizes the contractor to begin immedi

contract provides no positive profit incentive to the contrac ately manufacturing supplies or performing services.

tor for cost control or labor Bfiency. Therefore,

appropriate Government surveillance of contractor perfor 16.603-2 Application.

mance is required to give reasonable assurance ficatref
methods and &dctive cost controls are being used.
(2) Material handling costsWhen included as part of

(a) A letter contract may be used when (1) the
Governmens interests demand that the contractor be given
a binding commitment so that work can start immediately

material costs, material handling costs shall include only and (2) negotiating a definitive contract is not possible in
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sufficient time to meet the requirement. Howevarletter (a) The contracting dicer shall include in each letter

contract should be as complete and definite as feasiblecontract the clauses required by this regulation for the type

under the circumstances. of definitive contract contemplated and any additional
(b) When a letter contract award is based on price-com clauses known to be appropriate for it.

petition, the contracting fi€er shall include an overall (b) In addition, the contractingfafer shall insert the fel

price ceiling in the letter contract. lowing clauses in solicitations and contracts when a letter
(c) Each letter contract shall, as required by the clause atontract is contemplated:

52.216-25, Contract Definitization, contain a negotiated (1) The clause at 52.216-23, Execution and

definitization schedule including (1) dates for submission of Commencement ofVork, except that this clause may be

the contractds price proposal, required cost or pricing data, omitted from letter contracts awarded on SF 26;

and, if required, make-dsuy and subcontracting plans, (2) (2) The clause at 52.216-24, Limitation of

a date for the start of negotiations, and (3) getadate for Government Liability with dollar amounts completed in a

definitization, which shall be the earliest practicable date for Manner consistent with 16.603-2(d); and -

definitization. The schedule will provide for definitization (3) The clause at 52.216-25, Contract Definitization,

of the contract within 180 days after the date of the letter With itS paragraph (b) completed in a manner consistent
contract or before completion of 40 percent of the work to with 16.603-2(c). If the letter contract is being awarded on
be performed, whichever occurs first. Howevisie con the basis of price competition, the contractinficef shall

tracting oficer may in extreme cases and according to US€ the clause with ifSiternate 1. _

agency procedures, authorize an additional period. If, after _(C) The contracting dicer shall also insert the clause at
exhausting all reasonabldats, the contracting titer and 5221626 Paym_ems. otAllowable Co;ts Beforg
the contractor cannot negotiate a definitive contract becaus{: efinitization, n .S.O“C'tat'ons af‘d contracts if a cost-reim
of failure to reach agreement as to price or fee, the clause a ursemgnt Qef|n|tlve contract. IS contemplated, unlegs the
52.216-25 requires the contractor to proceed with the Workacqwsmon involves conversion, alteration, or repair of
and provides that the contractingfioér may with the ships
approval of the head of the contracting activitytermine a
reasonable price or fee in accordance with Subpart 15.8 and
Part 31, subject to appeal as provided in the Disputes (:Iausem.701 Scope.

(d) The maximum liability of the Government inserted in This subpart prescribes policies and procedures for

ihebllglauss ”att) Sﬁ'216'.24’ I(_j|m|tat|on of Government establishing and using basic agreements and basic ordering
r:a lity, shall be t € estlmatef aranL(Jjnt tr:efcesszr);.tq _Coveragreements. (See Subpart 13.2 for blanket purchase agree
the contractds requirements for funds before definitiza ments (BR's) and see 35.015(b) for additional coverage of

tion. Howevey it shall not exceed 50 percent of the_ basic agreements with educational institutions and nonprofit
estimated cost of the definitive contract unless approved iNorganizations.)

advance by the fitial that authorized the letter contract.
(e) The contracting dicer shall assign a priority ratingto 15 702 Basic ageements.

Subpart 16.7—Agreements

the letter contract if it is appropriate und&r6D4. (a) Description A basic agreement is a written instru
o ment of understanding, negotiated between an agency or
16.603-3 Limitations. contracting activity and a contractdnat (1) contains cen

A Iett_er contract may be .used only aft_er th.e hegq of thetract clauses applying to future contracts between the parties
no other contract is suitable. Letter contracts shall not—  tracts that will incorporate by reference or attachment the

(a) Commit the Government to a definitive contract in required and applicable clauses agreed upon in the basic
excess of the funds available at the time the letter COﬂtraChgreememA basic agreement iS not a contract.

is executed; _ _ - (b) Application A basic agreement should be used when
(b) Be entered into without competition when compe  a substantial number of separate contracts may be awarded
tition is required by Part 6; or to a contractor during a particular period and significant

(c) Be amended to satisfy a new requirement unlessrecurring negotiating problems have been experienced with
that requirement is inseparable from the existing letter con the contractorBasic agreements may be used with negoti
tract. Any such amendment is subject to the same ated fixed-price or cost-reimbursement contracts.

requirements and limitations as a new letter contract. (1) Basic agreements shall contain—
() Clauses required for negotiated contracts by
16.603-4 Contract clauses. statute, executive ordeand this regulation; and
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(ii) Other clauses prescribed in this regulation or tracts (orders) between the parties during its term, (2) a
agency acquisition regulations that the parties agree todescription, as specific as practicable, of supplies or ser
include in each contract as applicable. vices to be provided, and (3) methods for pricing, issuing,

(2) Each basic agreement shall provide for discentin and delivering future orders under the basic ordering agree
uing its future applicability upon 30 daystitten notice by ment.A basic ordering agreement is not a contract.
either party (b) Application A basic ordering agreement may be
(3) Each basic agreement shall be reviewed annuallyused to expedite contracting for uncertain requirements for
before the anniversary of itsfe€tive date and revised as supplies or services when specific items, quantities, and
necessary to conform to the requirements of this regulation.prices are not known at the time the agreement is executed
Basic agreements may need to be revised before the annu#lut a substantial number of requirements for the type of sup
review due to mandatory statutory requiremeAtdasic plies or services covered by the agreement are anticipated t
agreement may be changed only by modifying the agree be purchased from the contractdinder proper circum
ment itself and not by a contract incorporating the stances, the use of these procedures can result in economie
agreement. in ordering parts for equipment support by reducing agdmin
(4) Discontinuing or modifying a basic agreement istrative lead-time, inventory investment, and inventory
shall not afiect any prior contract incorporating the basic obsolescence due to design changes.
agreement. (c) Limitations A basic ordering agreement shall not
(5) Contracting dfcers of one agency should obtain state or imply any agreement by the Government to place
and use existing basic agreements of another agency to th&iture contracts or orders with the contractor or be used in

maximum practical extent. any manner to restrict competition.
(c) Limitations A basic agreement shall not— (1) Each basic ordering agreement shall—
(1) Cite appropriations or obligate funds; (i) Describe the method for determining prices to
(2) State or imply any agreement by the Government be paid to the contractor for the supplies or services;
to place future contracts or orders with the contractor; or (i) Include delivery terms and conditions or spec
(3) Be used in any manner to restrict competition. ify how they will be determined;
(d) Contracts incorporating basic agements (1) Each (iii) List one or more Government activities autho
contract incorporating a basic agreement shall include arized to issue orders under the agreement;
scope of work and price, delivergnd other appropriate (iv) Specify the point at which each order becomes

terms that apply to the particular contraldte basic agree a binding contractg(.g, issuance of the ordeacceptance of

ment shall be incorporated into the contract by specific the order in a specified manner failure to reject the order

reference (including reference to each amendment) or bywithin a specified number of days);

attachment. (v) Provide that failure to reach agreement on price
(2) The contracting dicer shall include clauses per for any order issued before its price is established (see para

taining to subjects not covered by the basic agreement, bugraph (d)(3) of this section) is a dispute under the Disputes

applicable to the contract being negotiated, in the sameclause included in the basic ordering agreement; and

manner as if there were no basic agreement. (vi) If fast payment procedures will apply to
(3) If an existing contract is modified tofeft new orders, include the special data required by 13.303.
acquisition, the modification shall incorporate the most (2) Each basic ordering agreement shall be reviewed

recent basic agreement, which shall apply only to work annually before the anniversary of itfeetive date and
added by the modification, except that this action is not revised as necessary to conform to the requirements of this
mandatory if the contract or modification includes all regulation. Basic ordering agreements may need to be
clauses required by statute, executive graled this regula revised before the annual review due to mandatory statutory
tion as of the date of the modification. Howevéit is in requirementsA basic ordering agreement shall be changed
the Governmend' interest and the contractor agrees, the only by modifying the agreement itself and not by individ
modification may incorporate the most recent basic agree ual orders issued under it. Modifying a basic ordering
ment for application to the entire contract as of the date ofagreement shall not retroactivelyfeaft orders previously

the modification. issued under it.
(d) Orders A contracting dicer representing any
16.703 Basic ordering ageements. Government activity listed in a basic ordering agreement

(a) Description A basic ordering agreement is a written may issue orders for required supplies or services coverec
instrument of understanding, negotiated between an agencyby that agreement.
contracting activityor contracting dfce and a contractpr (1) Before issuing an order under a basic ordering
that contains (1) terms and clauses applying to future con agreement, the contractingfioér shall—
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(i) Obtain competition in accordance with Part 6; (ii) Incorporate by reference the provisions of the
(i) If the order is being placed after competition, basic ordering agreement;
ensure that use of the basic ordering agreement is net prej (iii) If applicable, cite the authority under 6.302 in
udicial to other derors; and each order: and

(iif) Sign or obtain any applicable justifications
and approvals, and any determination and findings, andby5201
comply with other requirements in accordance with 1.602- o

1(b), as if the order were a contract awarded independently (3) Thg contracting dilfcgr shall neither make any'
of a basic ordering agreement. final commitment nor authorize the contractor to begin

(2) Contracting dfcers shall— work on an order under a basic ordering agreement until
(i) Issue orders under basic ordering agreements onprices have been established, unless the order establishes a
Optional Form (OF) 347, Order for Supplies or Services, or ceiling price limiting the Governmest’ obligation and
on any other appropriate contractual instrument; either—

(iv) Comply with 5.203 when synopsis is required
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